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S�UTH PM9TA STATE COLL.LGE ua·RARY' 
THE ECONOMETER 
A Heuristic Device 
for the_Study of Macro-economics 
Marshall Leopold Re.mund 
'l'h;is thesis is approved as a creditable independent investigation 
by a candidate for the degree, Master of Science, and acceptable ·-
as meeting the thesis requireme:pts for this degree, but without 
implying that the concl�sions reached by the candidijte are n�ces­
sarily tbe conclusions of the major dep�tment. 
• •• • • 
• • • • 
•  • • • • 
• • 
l • • • • 
I • • • • 
• 
• 
• •· 
• • • •: • 
• • • • • • 
• • • • 
1. ,,., • • • • • • • • • • • • • 11 
• •· • • • 1, 
• • • .. • • 1'1 
• • ·- • • •• • • • • 
Thor ln eln1 
abl · to 
.tlon, · . t hi 
I 
wh n 
1th 
whi h ne £aot ok 1�s proper 1 c J 
ln o 
d r .  11 ·. 
th tud nt, . 1'10 onomic concept 7 00 
e o o WU' 1 ted ep ·nt , non · t wht b p e r-. a 
a de -·tn1t c · n nt o the whole. Cone t o oney 
ot ••1 
or 
reo 
0 tu 
r nt d 
to 
pt 
or go a,. t t1e v •• yb 
to. If tr wo· k .tor th 1 
1 1 · n to th t nt 1n 
cle 1nto 1 ·h· be· t1tt · 
ane •. will 
oh _w unit 
1t 
• 
1 
nt ,1 
,r· 0 
t -nt ot o 
• ori 1 
b 
o ·  
1 
1 
1 
11 
1J 
lni 
' 
1 
I t e 
tt 
or 
OJ' 
bl 
t 
t· 0 0 n h o. 
1 to 
t 1 0 1 
m.acte · to 1 11 l t 
ot 
r 
h w 11 
·.l .n 
l 
ol 
1 
• I 
l :t. t.o 
eyt· . h ,  
oft 1ou 
at r cn.J1ne1e 
h " 
di .1 no 
1 t 
res 
0 t 
·1V 
r 
t 1. • 
l 
,,.;.; 
' 
0 
0 
1 t ' it 1 e 
1 
t 
t t p· 0 l 
th t 
0 tr 1 · to 
11 0 
lt 1 
n r 1. d 
l • 0 ano e 
t 
1 " d t 
pl r 
rt t 0 
11 rr r but. 
t 0 
t ·1, 0 
. lo 
t • no · 0 1 
t t l ., l 0 1n 
war 
• t1 
Sl 1 l ' 0 
1 ln ·O .. t 
4 
rt . . a 
th ·1n 0 C t 1o. t 
.1 
o· tr .al .in 0 le or 1nt · e 1 
t re •• 1· n 
Q • W1 ,. 
1 on 
t 
1 r 
l 
0 
1 h 
oth r ction of* t t r 
et 1 t 
11n of • 
0 es-. 
·-
cono 1 t 
Vi 
0 
an b 
t 
r 
t 1n. 1 
In di 1 
·t 
1 t 
• 
0 
0 t 
0 
l 
• 
n .,, 
chool 1· 
C fl 
5 
, 
t. 
C 
·1nt ext 
r1 
• 
1 
I 
X 
1 
n t 
·1 
1 
1otr 
n 1 r 
C l l 
t 
o th bln e l • 
od l 
to ul 
h n h r 
n _on 
F , Irving. �2· ...t.• P• 2 • 
r1 inal of uoh ath t1 .1 
er 1 tot no_ 1 .t 
n 11 th 
0 • • an 
yo 
0 l t 
· cor ti n · 
• 
' uld 
0 
lo· � l tlon 1p 
p it 
n 
0 
t l 
8 
n. 
In • 
0 , 
t 
t r t t 
p C 1 ' 
• • , 1 
1nc in t l 
1 
ot 
b th 
lv ount 0 e 
h1 > t' on t 
1n'. 10 " 
. 1 n of l'odue ion, 
ro ·Ction h 
ti th 0 - low. 
t ri 
th 
t ow t 
n 
u • 
or 
rl 
an • 
con 
1· 
0 
t r 1 
bl, 
b 
O' 
t1on 
tlo 0 
r1 1 
to th lo 
r t 
ro u tlon 
0 prt • f 11. 
1 
t 
•• 
·7 • 
n· 
t r 
V 1 ' 1,, 
1. 
l -
h 
p1 
n 
0 0 
t1 
In 
0 ot 
·l .,· 0 
l 
lo 1 
t 0 
to 
t 
t r 
a 
• 
otr1o1t 
. ' 1 etu lly t1 
t u nt 
17. 
t 
1 
ln 
0 h 
). • 
t 0 
1n b 
.. 
t 
8 t 
. up 
l 
0 
t 
t O t 
1 .or ,: 
0 
thtub ner 
ctr 
ow 
n 1 
for 1 
t 
t 
C 
t 
no e 
ion 
n p e 
• 
or V 
a:y ' 
l 
in r, 
r 
t 
in 
0 
nd 
10 
f) 
t 
p 1 .1 
O' 
ot 
0 
1 lip loo. 
oa 
h� a tr 
i 
It 
l to 
oh a h l 
t 
ot 
1 
h 
• 
t p 
1 
, a •• at 
b Witt· 
the oon t • 
b 0 
In. 
. 'fIO S T ·,. . 
ealml.lM¥Jwt tb · hol 
I. de o th pd s, 
_·lanatton O· 
18" encn,n 
de.,., 00 
· ·pt r \Y1 .1 
nA'J�fl O t l 
ll p 
' 
. 1. . tr ty. 
• in11olve· 
· •· t ·o· 1· ·""""'""""llo.__ b not ( \Ute l .) 
EG<:>noltle,,t )ett 1 81 0 
·1 
J ct to £te· t 
0 
th· o -� ·1•1 
1 
t 
't)/IJ/7 
� 
Goods Consumed 
Goods �.&luj 
m m CD� 
OHO: 
:t 
THE ECONOMETER 
Figure.!. 
Govt. ( 
Checks N t V 
S 
, o es 
tocks, Bonds' 
� 
 
se 
4) 
: 7.p 
Debt 
Govt. 
Bonds· 
Benk Deposits' 
Merchant Credit 
Lnd J_Q_Q� 
Taxes & 
.. ·Money 
--.___, __ _,De-created 
t> 
:> 
fll 
e 
() 
�� 
s= 
H 
Govt. 
Funds 
�---- . " 
ti Tariff 
·� t lls.rg. Iffy.· 
Cap. 
Prices 
Lo� High 
f-4 
Goods & Serv. 
on the 
Marke�t::::d!::::::::::!::::=======�====:;=================t �,::::· I ====1'1'{J 
Money on 
the Market 
- "' _ / "� -�/ / \ 
. Propensity · 
� � f' to Saw, 
Investment Goods � Exports ' 
� 
§ � 
�­
t.-t 
Circul�ting Media 
_ 4  
of 
a ot 
• 1 · 1 
1t 
t 
1 
-tba S: _., ! 
a . . 1·. 
ll le 
·1kel7. 
0-IH!>Nliing 
l·n, 
R.8lSUl18U to bal . 
vnc�,· �-,., l·A. tic 
. 'b_ 
ii- .• , 8· l · till .-0. 
• t1· ·• ·· I · one- wt · · . n • o� -· · ·t ta 
DOl!te.a. ·•h . 1n th · ��er, h an v · I »o•· lble 
ti ) 
tJl)ft,�LJ.. 1 -or t . ' ' 0 . I" po · 1 tton.. 
xcoocalfn&1kl" 1. . ·ecu1ar t lo. · 
t 
tt las, . . 0 : , l t l4 
1 · . 02' --- ·- · 0 th . tu1 
1. not 
. ly .fl�• 
C 1DA1' U-_· ltma 
pt of 
tton . .-.ft/11'11 •• ,.ft 
1£U. ;I �- L · 1 Jtl f . J . I' . JIii . f I T ·zt I . P I , . 11 t . "ill I f JJ 
nl 
t. loo tion 
o ot ;: :t 1 tJ pN)O·· . 
1 • 
1 
l 
1· .. t 
n y 
.ti Ql I, t 
, . n '1 
M.A�.l'\Mf , Of l·t\1.4¥1· 
ah · 1n 1 . 2, 
t e. . cir WWULClt. 
• on th 
1d,; 
at on 
·rt ·r1n o.t · a ·J l · · of r 
. ) 
. . 
· o • . ..od co . 1n . o the m&J"1Ce,ti th t ,. bu . 
t·· b1 d1 , ot uy� (.oft r moi�) wb1 
· th t1 t1al pr1a . at . 1 t,o ehow th . 
di'. 1 al .8 0� .... · 
_,i,- . 1 ( e. z.) thu ah.· .ClUmS1ng and 
•. It 1 ld · 1n tb! · tudy, that th .. 
a u · nt ·. lt · 11· tud.7 the d:fnal'ld. toroe 
or a · · ·t. .• r · p 1 S.t -... u·---
to 1 · 1 .  e 
on t. • -nt t ·O .a that · t 
, ·" '. 0 
tb 
P.10 
b · tat· 
• 
.............. � 
¥ 
.aeiaand w1 l 
· 'b 11• st· 
f t 
he 
,. 
1 8 
p 
R 
I 
C 
E 
p 
R 
I 
·c 
SUpply 
Demand 
QUANTITY 
"igure 2. static Demand and·SUpply Curves 
-
- - price Trend 
QUANTITY 
Figur� 5. Dynamics of Demand and Supply 
·O 
th 
Chandler.- L e V ., 
1b on-• 11ar·. r Bro� • 
O· 
on ' e·1 t. 
b -�1 in t 
11 7 vi 
' ' ])a 1· • 
Or nt R. ohard • l'·. z. 
2 9. 
e ol o, 
J • ·• . - Y• 1n his t. OU tt . · ot . k t • 
dootr1n a central rt o 
00, he td• 
canb osuht 
_ro cti n :cl' a 
to C 11 
8· t 
· n r l ov i-pro . tlon, . ·inc 
r h e 
1 
• 
thl. 
I 
�- 2 
C • 
1 t z, 1 tb n b opt 
n .t on o . eo o. t r. 0 1 
t for n r th 
,f t • other 1 l be 
1.n 1 th 0 
t ot tr d ' on 1 r 
th 0 0 
•· f l 
1 t 
1 J ·t 0 ' y 
b too rloo I 
C t r ·n 8 1 
t1o to 1 •· tm· 
r 
1 • C 
b�o .o th 1 e 
0 or y th 1 or .oo I t r 
i_oh ·f ct t 
o· b scrtb 
Th: o, ey 
fir •tJ t n. b ir.i;.' .,..,v,li!r.Q 
ob 1!V th t --1.&l:!2. 
by' on ·-, he 
Y'"'f 
, or 
,,., . 
t 
1 ·c of o 
the . o ......... "11) .. ...,.t · l to 
d, will • 
on 
1• 
th. 
t, qua tity ot 
h oh CDJ· a.tlQre the 
I ,.._ , 
2. 
0 b 
et 
• 
n 
t or 
t - t fflt'\t'\A'V' w1 ll ha tr ot upon t 
a. .o y ereat man tor ood • It ta 
ircul t on 
up 1,- ot 
on(mtet r h1eh ca s 
t 
tud o· b 
ot e cono 1• now 1 
nkl 1 
ot on : o • 
·Ci · o oney t o 
o r  nth· 
t .• 
.• 0 
et · o be 
th 
con '" . ct 
_t lt i A 
key 
t 
al Q 
0 
1 
int on tbe 
111· t 
aot a Vl 1 
. w1 hi.n • 
. 1,. 
o· 
i 
r. -
p 
t O · h , �� ... lt�ll\;l\"lr -'�""'..I� 
f1G'D0l9:J t 
7 
,� ' 
. t  t .r e or 
• 
• 
· r 
onl 
1 
ln · OU· nd 0 
· r nc · 
1 llon 
· . t o eurr ncy 
on ·P ··o 
amc>unt. o co n 
0 1S80· t ' 
.t 
.·n 
0 
•t r 
b 
1 . ·th1 
0 
ten 
ti'· 4. I o 
. t  t 
b7 
lt 11 
to not 
yat but 
1. t 
• • 
' 1t 111 br .ht t th t l g 
,. , '3 \j ' 
n 1t 
1 ·  
t 
• 
'.f 
ne 
onl h 
1 th 
1 \ en 
1n t, 
I 
'h 
1 t t 
b 
t 
0 
t.o 
1 
0 
ri .n dur1 
.of. h 
ore 1n 
-n 
l 
·r 
f 
O· 
. . 
t o epu.r ·• . 
. 1 t r) . 1 tb 
th 
to th 
th 
1n 0 
1.t -::"' · "' .. 
t 
1 
1 1 
on 
0 ' t. 
1 0 0 
tb 
·b t 1 
p 10 • tth no l 
b 
0 
·,, 24. \�. 
1 ·  
. on y;. t . t 
1 l t 0 0 t 
l: .. t Y' 
d or ell 
·count 
ion 
or '10 
1 
to • 
to 1' r 
h b ,( 
0th 
� 
e 
lt1. 1 
oh Ok 
t t 1 
r 
.., 
no 
n,. 
.·ul 
j 
1 · be l t�ul · o t..., ..... .11, .... jlJIIVJ 
· · V n 
· o.1r ul: 
· pl ot t ia  1 . th 
1 ·  ·l • ch 
· ld an b h 
1 nstr1 l u · • · til oth C 
of bt . 
n 1t 1 8  
0 ... 
or 
:t 1 (o ·11 ti n )  1s  r.,.· ftA'fi'1'ed • 
0 
ro 
·lJ o un old bo 
.n bon 
1ch 
r 
· ion 
ld, th 1 
th 1n 1·c .tor to how 
n s l , t 
• 
i-e u 11e 
to n � 
r n 
0 h %' 
r..AJ��l'C l1n ) h 
t .  d O • 
d 
r 
of  
ce � n 
lt tor 
t!.on l 
toi-, t 
' l n ·  
'bon up ly 
The 
•• 
1 1 g rio o,r 
tran ·f ,,, 
0 
1 a 
of 
0 
t. o mo 
J r 0 
0 
1 < 
tt t l 
• 
, , 
# 0 
1 e 
p th 
1 
' t 
1 
� 
r 
ln 
I 
1 
h 
.. 
\ . 
P. 
0 
ll tb 
• 
1 
n�•�at::�erl t • 
e .f oi, mnY"& po 1b·l 
1 
n .. o 
pl"l·C 
y 
bi ' 
• 
pr Ci . ·t ld 
·t . .  pret no 
hol t or o . ti .  
.tentton o 
n .n y to n 
n o  
o h r  
r nt 
b C O  8 •  
' 
0 
Ib1 : ,  • 
t1on 
• 
1 1 l 
-, l in.co · • 
n .· b. D th . 1 
r 
pro. n 11> 
lnc 
•' • .  
pe .k 0 
1 
; I 
a 
or 
•  
t 
: ona1une . t 
0 0 
· n r 
o. , b  
to u h  t l.l 0 
01' 0 t to 
th 1 th 
0 0 · · -
h ·  
co l · �  
h1 . 1 ' 
J 1 
It 
to 
• 
r n 1 c . 1 
' 
t 
I . . 
t 
t 
nt 
out t 
0 ,\ 
no 1 
I 
1 
1 
WO 
0 
:r r 
1 1 
0 
1 
l 
', . .  
th 
. t 
th 
he 
It 
n J 
0 n t 
• t ·t ct ' 
tor 
t b r 
of1t u -
1 t 
0 t 
t '1 1 t 
co to 
1 
t1o , 
er · · 1on. 
ot 
t,  
of , 
' 11" l . 
tto 
t 11 
t 0 1 
e ter. th 
t 
0 
al 
or 
. n 
ono 
l 
:9 
ti l 
l 
v' u ·--
• 
0 
n 
1 th 
u 
; 
0 
p 
,·t • ' 
O· 
on t 
to 
Of 
0 
0 1 
o. e 
·o· 
• 
1 
J th 
r 
0 
V 
� 0 0 
1d• 
t 
10 . co 
· n to t 
t 
0 
' 
ooda 11 
u 
ho 
I 
• •  
r the 
• 
1a 
en 
th 
h . .  1, . 
0 .  . h p . 1 
t 
ooul 
l 
l 1 ,t , 
.0 .r, 
t 0 
to u to 
oppo • ln 
tor to d C 
um.10-t.• on 1 . u 
t :1 , . :Y • 
i 0 l -
p uet1cr . ·  
b 
t 
b 
own 1nto 
tor 
d 
in 
1 · et. , .. 
' 
o · 1.1 1 
l 
• 
0 
or 
• 
ho r a 
·O 
l 
I 
1 
) 
g 
b 
J 
ct 
1 
' 
.0 · t 
n 
' .  rk 
1 b. 
t ·  l th 
to 
" n  1 
0 ·b 
) 1  
) 
.nv· 
of tili t  
ot on pt1on 
at 1nv 
r (l, 
� e t od , 
.1 
I nt, 
t r 1 v1 the 
. r , f... � . . 
th_ - f · 1·  r 
en 
la t1U 1 ts ·d · ed; 1t 1 - tb .n off .. o 
t11 · •· 0 · Cb d1 . o 
th co on ec·ono · .c ot1ni t1on · t rod . ti n. 
:'lb bu
., 
1 . nd selling o oo u · lly nvol ·s 
ion· ut1 1 t1e 0£ o , t1m or · 1 · - ar 
·t •. b 
'l'h: good 
l n •· 
t ·  
ar. · ull7 pr'U'W.-. .. vv 
ln'V ntor1 . 
e t 
. bor d 
�hey . e · t11 cq 1r1 -
r et .-. 
OU t· e 
· �. 
,ood oul · b . good wbteh · r- . 
' :l . 
I 
n t \lt111 
' O  U 111ty 
Sto .-
1 D · nt . 
1n I ·:r. 
or 1n 
1 ' 
to 
.. 
c ·,  but lo 1n tb 
n 
o ci 1 1 1 • 
tter 
1 
j 
., t Q 
l.fJ it  do& 
lu ,. 
t qui klr 
t, 
1 . 1  div 
in '. :i- t 
. 1t1 · or go 
C 11 
e 
. ·r 1 
·8 • on. · to . int n 
u 00 ro. r 
11k 
not h 
QllO · t . int i 
. a ;y 'UU1r1u1:1,1:-,. tua1l , 
n· 1n olvi · 
• 
a • 
· e  
0 
. ll or o· 
fr • -61. 
' l 
. ' . . . 
0 t O '  
t - 1 
�odue· 
..,. .... ..,, ....,. p 1 l 
on 
l d 
Pi • he a 
n 1 
• b 
1 
• • 
. . 
.117 
1 · C 
t; b 
, . 
t 
con·. 
n . e r, n.t l goc:iaa i ' 
........... ,� or o · rlc n t 
1 · . · te 
• """"'11 41.lo,iii, it 
· 1n1t : 
t . 1 not 
%1 t 
ou th oo4 e 
1 tly . .  •or t . ·11 
¥al • lt Will 
to tu . nt · and to .the · �110 . 
4t-o tb 
IA t1 t1 · · 1 
v1 1 · t 1 • 
t 
on ·  
t i 
t 
1 . .  1 
n a 0 
n d 
t .  
0 ON 
n cban · 
th · ,:,no t . • 
, t; th . ·,r i-
lt 1 
h oa ·, 1J 
, th ) ' .. ., . 
or th 
to 
ftS OH lnclu· lV th · th 
11 to t Eo 
OJ' doe 
l or 1ntan tbl to tt1 
- on . l ot· e op 
1 
•• 
0, , 1 
p 
t .n . 
t 
?n. 
t.b.at tb ' 
011. · · od; 
1 � 
· · ro d 
od ,  0 · 
b . 1 · ·ry tO nr'l!:"A!'.16!.U 
ow bi' 
0 0 
t1 ut • l* ==.:=-
1n1t 
o:r· 1- 1 
V 1u 
e 
( 0 
10 
old . 
0 
y t 
to· 
l) t te 
tull u 
• 
r 
t1 t .  ' ' 
• 
0 
t 
1 
· 11 · r . o 
- t  
• 
It th 
t be 
to t 
• t 
t ot 
a C Q • 
ot 0 
) alt 
1 · 0 
�o 
Of' 
' 
' 
•• 
t 
I 
1t . 1n 1 
. c : , t-e 
. p d 
ft 
• • •• 
t 
r 
b' 1 Glud with 
t 'b 
, 
b 
y ' ' 0 
,. ,p I t 1 
in t 
.-.�UlQ.A lltV Of tb 
t 1 
· bl · a t  
tt 
a; 1 
11 o 1 
2 
•xP t 7 
1n1t ,, 
t 1, · baa 
ou1d 11 
oromJ.jte t o · 1 n 1 
UA1t:lt!\fllAft t to pay J •ant 
d 
tn 
tt 
-- IWllft"P 1 . . , 
( 
0 
1 
o · oods o 
0 
n m )  1 
·• 
o - r t_ - of lnt · bl · moner 1 s  that o 
n i - eo t 
t., no·tb1 · - tang! le p a· tr ·t,uy r to eel r 
n · a- nt I-OU t:Jt: bu1 t U · • 
In b oolon1 l . ·104 o - tht• GOmt , , · rohan 
••• - t . 
0 
1 ·  
r 
:l n 
I 
• , t 
. 111 
ode 
:en 
quot 
1t ,. 
1 ·  
t 
· o 
t 
l 
· •  t t 
• 
lat 
ln Oh 
·t a  o 
P r  on 
t 
t)c, 41 
b 
0 
--..., •. - t:Jl-APIA 1 D() 
1 1t1o 
it 
1 _  the 
( I'  l or 
J 
1 81 ) · hich , b ,or h , 1  b 11 e b , po t1 
t .  cu to.ne n ctr pon 1 l · n  h i o 1nel1n · , b t 
r · e l1mi t .. 3 to -hi s er · i t · j at . . .  r- 11 . .1 s to 
t l C r . r  hi Dk coo .t . 
Cb ks  l 0 0 or on • It Y OU. lik 
that eh ck , al ·so, · _. e ch c 1s  
Pitt n, n mon y ctm · e  into · h , econ , pro 
ch ek 1 c pted by the ye· • L t _r , th1 · o 
. � c lled t the ba an 
s t (d.e o i t )  of the 
t th e t1 , 1 t · 11 re· . c 
ch ek • 'l'bi a 
r· duct1on.- in tl r1t r •  d posit y b o ts t by an 
1 ere . 
cheek 
in th · o 1 t ot: th p y of the cheo • 1f th 
4 os1 t  d to th · pay • a  eeou.nt . 
Che O ·n V o1rcu1 t1on or t ir own, 
1nn1ent1ncient o th 1 tlo to th 
ral ti 
it  r t d 
ch b for 
bank :her 1t 1 p d 
1t acts 0 ervi . ·  . s xe ng .. ehec 
1th t . nt · 'Orob bl 
d1:ff r ·nt t1 
o u e 11  
I b11 
cu- tom 
t 1 a  not u co n o a ·l 
• ch · k  - or p 1n � w ol 
r 
1t  1 ti to · -
.  
0 
0 
f 
running hort ot our ncy In so e Yi ·t nk 
46 
C n t C't t 1 ' 
y 1 ru 1 0 to p ·y l 
- -t b nt 1 
'rs t no ore · t  n 
0 0 p ro l t r r 
1 • 
t1 bol 0 1 ; 
on rn • p y1 ts 
t on 1 1-
0 t .  0 priv t d 
0 
b fo 
t 
e 0 not u , .., r ·  C l th bank on t • 
t· n, 1t  1 po t n t ec 
1 t 0 0 1 �ut C .c.. .:• . 
t or on 
, t 0 r 
ubl d t 
on . Q 0 0 - 0 �c u 
th 1 ·o 
h r i n th 
' C t 1 t i 
nn r l 
11  h t 0 t n ,  t· . 1tho 
rr 1 - th  1 r 
or f t n 
C 0 . th Jr 0 • 
It y b ra , rly 
C e 
0 d 
ec 
t 
to h b 1d 1 
·ocou • t 1 
t 
t 
nu 
y 
r 1 
• 
or r ·  
b 0 i t  
C r y oi 0 
0 l • 
0 
� be 
' 
0 on . t 
} . 
• 
C d t 
0 . . e h 
, con . 'U 
t ct 
w 1 
·• 
1 
0 
r t . 
. I 
� 1 . - o · .  no ·  
t 
a ·  b 
' 
t 
on . 
0 1 
t . 
n 
u h 
1 d or 
0 
- r t 
no - r 
C 
th 
l n t 
d 1 1 1 
. o· 1 · C $ • 
or pro 0 t i t  n v ·  
""O 0 di . . 
1 
n • 
n 
• 
n th m •• I 
to t t 
t t < 
1 . l  
1 0 
1 
r l i l 
l n t r. 0 1 t:' 
pl  -inst r t  ction,. 1n ormatlon, 
) 1 
'oll • 
th1 
t o er b ,Ca tt 1 ot 
1 l d f1n1t ' On o oney, 
1 1 t 
in t, r 
n 
of 
y 1 
1 
pot n 1 l 
l 8 and 
e 
0 
· inst t or others., coupled 
1 1 
t tn r, of 
0 
·1 of 
lu J it  1 
,1th n 8XJ)Nt89 
9 
p 
bu 
0 
th .l' it 
1 _ I ot 
• In 
1b1 lt7 of lo • th 
C l t o.  b . 
t 
V l 
t n1 ton_ , 
00 C pt O.· 
• 
� otor � t ·. 
oth 
1 
tote -1 mon y 1n the ryst . .  , th 
o . a !2!2�!£Z�!!r!!!2• of 
mon . ., .  · ll•ri lY• 
th · lancte ll 
' high .. .  ' 
u u l ly t 
do k 
, ri 
8 
1 .cc · t b111 . • 
c u  not 1n 11 
�-·11111u 1iitu.1-• 1 . J 
01' ·b 
_nt 1 
e t i- t 
111 ox.e:na11t.t.e 
• 
' 
1 1 r o 
r ., • 
t 
r • 
xch 
f' 
1 th 
n y 
t t t 
0 ( th l 
p l 
th' n pur 1 r t 0 
��.�� H. � int re tn . 
193
2 
Vo·l •  VII I . 
or 
t rt k. nee 
e 0 on y 1 b 
n r y no 8 t b' 0 
p 
0 n r t 
Int r t d · ow on th t r until on 
t a clo r ·1ook t th. 
in igur • on lo d 1 tr n r d fro ne 
oth r # though th aver ho borro s y not ol th 
o 1 for long; 11 ·ely. ll ·n it, thu p 1n i t  
on to 0th r av r • Th · bor:ro ·r ore t on '1 
( , ro • for e:iawu 
� 1�r � 
r 1 · C 11 
t ' A ( n· rall - cc p bl 
o ·ey . ... ven to th 1 n · r  l 
C t b111 , y )  It 1 
( ,. not 
d 
G n 1 1 1 l b 
s 11 r in xcb r.ig r ,. 0 or 
\l ' 1y O I 
ot1on. 
tor th ' ot· 
) n: • hil h. 
t -
t t id . 
t 1 b n 
for oth� 
�� 
�� 
�$ 
�l 
Figure 4.  Other Saved Money 
Interest 
Marginal 
Efficiency 
of Capital 
Money i 
De-created 
1 11.oney t Created 
r Money 
LA and GA 
Money 
· Liqu idi ty 
.Pref eronce 
53 
n y  t k n  b n • or r ' 
r on y • , 
t .  t • 
, L n y  s .o 
than on t 
dJ. b . t  k 
1 tha n th ot 
r l • 
• on n 8 t t n t 0 
1. ft of t r nd. to 
h ·  11  n ' 0 th ot • th 
1ft 1 ' n . ly creat 1 n o  
. r  ( t ·orro r · r e hi o n  or • 
1 0 t ot lo ' 1 1ft 0 
0 0 on y k to th r . ·rv d of th- 0 r· a 
t 1 d t t l lo is  p 1 • 
. Y  bor C 0 0 he 
r r l 1 r )  LA n • 
t t t th lo n ., 0 
Xi t ) . 
n it on • d ' l  0 
0 ch Xi t 1 C no ., 0 
n 1re . To r nt .,. th 
y ch C b 1 1  bl 1 • 
0 y r 0 L ont ut 'I It 1 
t i . l o G 
r tt  
, 1 0 
th 
• 
J 
r t to 
, l 0 C 
4 
r1 ty 
b h ,1 , ' 0 t 
cul t ., 
d b 
llo --·--· a.• th" on or y t b st ., 
h l 
nd ncy for ,he G 
ti f of on 
n 
up; t 
n .r r th 01 
th o r s oo for op. r .nit1 
1n . ·t r to l an th 1 . 
u 11 o n 1d 
s e)?. in . or th 
th o r1ty .  Rold r 
0 
t . 
n y . ·t nd to o by holdin . preci ti . neyJ 
p f  r d  1 f r  Ch 
th ( inte r th y ot t,  1n 
p , t ,  th re ti goo • ·lu , of th · ol 
t n · n .:, ot hol or ibl 0 tor. • of Q, on to 
to t f L () y i f ·c.tor 
1 l 
t 0 
ply td . . . r 
on o · l  • 1n . 1 u1. 
t r t 
r ne .  'f 1 · 1 
s · 1 on th t r v d on PP r 
ol on y s r1n 
( l  1 r t t n pr! 
l t t r · t  n on, 
ho 0 t 0 on l' or 
r 1 • 
1 
( 0 
1 
r t • 
r t 0 0 0 
0 t 
1 
1 
1 
n 
f n 
t 1 
a 
t 1 
-< • 
0 1 ,  
n 
1 
l 
i t . t 
1 
t 
1 
one y 
t .  
1 1 ' 
to 
r 
t 
6 
l r- th 1 l • 
t i t ;n 
f C lt · tb C t, r · 1 ng 
t nc. , ro t 
I 1 th by S.n tor· ) t-or th 
0 on d by ec t i h 1 - · 
ln 1 t1c n O ' 1t ,l 1 o '  h 
n 1 0 t .  int r at p t ; t ' 
nd t r • r t,  lo bl .. 
1 b 11 
£ 0 wt 1 liq- 1 
tl yr t,  th -y ' 0 ;; 
l t t 
ol 0 1n or t 
ti 
u 
' • 
r n 
not ·hi 0 11 r f 
l 1 :tl contr _, t 1 h lo n 0 n 
). , 
• 
0 1 
0 
• 
h P •  
h 
t r 
in th 
1t t 
0 
h 
t 
• 
n t 
l 
r ot 
t -
... _ 
·• .. 
• 
I I 
O CL · ,  O 
• 
0 
, t  te»t1 · bl  in 
• 
l 
1 
... ,. ,. tub • 
. . .  l ;1 Ill J, 
. ! :. ' . .. t 
. 1,1· 1 · 1. · r .. ., · · u. . 1. r. 1 11. q 1 , 1 1 , _. n1 · 
62 
U. t 1 I . 1 ·n I . Qll Ui':�.i ·11 
. ' l I . •u £. � J4 . t I . . 1 I M,f r: i 
. •· •• • • • • • .. , • 
.J t• 
• 
to 
to 
• ••  I . . • 
I I 
., 
UL . ! IL . . TPt I il'I I I t 1111 J d 
�cma· .. ...... •· · .,  ,- V9· " & ' .. 
dJ 1 · I lb I J 
. l 
. lil,t,.;;-· � 
01 l.. I I" JJ • I . 
-·-"- '9- PP ti. . . l ·. 
!\ ,,,. dAIVlh 
' :  . .. 
ot 
t.. 
tn 1 t . 1 --
11 
0 
MGROlda,1, •u ueeome 'MAW .. 
tt l l'l01:>00. ' - -
0 

ftl to1low1 · re t 
the teat a 
• 
ar:t1ol o1 d tn 
19 
191 . • 
• 
• 
r 
n 
p t • t  . l ;  
1 
61. 
• 
. nt 
. ·• 
l 
•· 
1 ' • c • 
• 
• 
1 
